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Specialization Examination Date
Approaches
The 1988 accredited personal financial spe
cialist (APFS) exam will be given on September 30
at the following sites: Boston; New York City; Pitts

ommend studying the subjects listed on the exam
ination content outline, using resources practi
tioners use to provide PFP services. The following
resources were suggested: the PFP Division’s Per

sonal Financial Planning Manual, PPC’s Guide to
Personal Financial Planning, BNA’s Tax Manage

burgh; Washington, D.C.; Nashville; Atlanta; Farm
ington Hills, Michigan; Chicago; St. Louis; New

ment Financial Planning, or CCH’s Financial and
Estate Planning.

Orleans; Minneapolis; Dallas; Houston; Denver;

For additional information about the APFS pro
gram and the exam, call (212) 575-3860.

Seattle; and one or more sites in California.

Internal Marketing - Key
Increasing Business

to

CPA financial planners usually agree that the
best place to find personal financial planning cli
ents is within the firm’s existing client base. William
J. Goldberg, partner and national director of Peat
Marwick Main & Co.’s Personal Financial Planning

Stars indicate the 1988 APFS examination sites.

Services and member of the PFP Executive Com
mittee, encourages the firm’s financial planning
staff to develop an organized approach to tapping
that client base.

Application Requirements

However, gaining access to your firm’s clients
may not be easy. Partners are often proprietary

An applicant may send in the application pack
age without the written confirmation from the
state board of accountancy acknowledging the
validity of the applicant’s CPA certificate.

toward their clients and wary of letting other staff
members approach them. Bill explains that one

way to overcome this challenge is to market your
PFP services within your firm. He contends that
Continued on following page

The AICPA’s examinations division will process
applications received after August 15. It recom

mends, however, that applicants send in their appli
cation package as soon as possible to insure that it
can be processed in time for the applicant to sit for
the exam.

Preparing For the Exam
The 1988 exam is 25-percent multiple choice
questions, 25-percent short essay questions, and

50-percent case study questions. The exam is de
veloped from the content outline that is included in
the application package.
Specialists who passed last year’s exam rec
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THE PLANNER
materials should be of high quality.
A couple of weeks after the meeting you can
follow up with each professional by scheduling an
informal meeting or perhaps a lunch. This will rein
force your message and allow you to get some
commitments from fellow practitioners. You can
then work out a suitable arrangement to present
your services to their clients.
Bill suggests starting the presentation with the
tax department staff because they are often the
practitioners who know which clients are good
candidates for PFP services.
Depending on the amount of staff turnover, it

may be advisable to repeat the initial presentations
ata later time.
The professional staff needs constant re
minders that PFP services are available. One way
is to set up an internal newsletter on PFP to keep
William J. Goldberg, CPA, a member of the PFP Executive Committee
and national director of PFP at Peat Marwick Main & Co.

the professional staff’s understanding of PFP
services is critical to building and maintaining a suc
cessful PFP practice. Your explanation of the

peers informed. If a newsletter would be overkill,
then a regular column in another internal publica
tion can be used to keep staff up to date on the
current PFP issues of interest to clients. At Bill’s
firm, the PFP newsletter for clients is also dis
tributed internally.

nature of PFP services helps them understand
why you would like access to their clients. The
knowledge of the range of PFP services offered
may make them more willing to broach another
spectrum of services to their clients.
A strong internal marketing program is the an
swer. You spread the word of your services to dif
ferent areas within the firm — audit, MAS, tax. To
begin to actively promote the firm’s PFP services,

you need satisfied PFP clients to prove that you

can deliver the service.
Bill and his staff hold meetings to explain the
scope of the firm’s PFP services to groups of other

Pros anD Cons of Avoiding
Probate With Living Trusts
By Steven N. Strauss, CPA, member of the PFP Practice
Subcommittee and partner in Wolff & Strauss, P.C., St. Louis,
Missouri
Probate is a legal process of assembling assets of
a decedent, paying debts of the decedent, and
transferring title of a decedent’s property to his
survivors; probate, however, is not required for
some property. Title to jointly held property with

professionals in the firm. They find that formal pre

right of survivorship and to property held in trust
passes under operation of law. Life insurance pro

sentations are an effective way to get the mes
sage across. This can be done as part of a monthly
meeting or as a special meeting. It is your oppor

ceeds and pension benefits pass to survivors
through beneficiary designations. Consequently,
both items passing by operation of law and by ben

tunity to educate your peers with a top-notch, pol
ished presentation. The accompanying written

eficiary designations are outside the probate
process.
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THE PLANNER
credit-shelter trust. This trust will not be subject to

Revocable Living Trusts
A revocable living trust is a grantor trust that
allows a client to avoid probate while retaining flex
ibility in disposing of his assets on death. It is also a
vehicle for managing assets if the client becomes
incompetent after establishing the trust. During

the grantor’s lifetime, he transfers some or all of his

estate taxation if its value does not exceed

$600,000, and the estate of the first spouse to die
does not exceed $10,000,000. Trust B can there
fore result in significant overall estate tax savings
since its assets may escape tax in both spouses’
estates.

property to the trust, retaining all beneficial rights

Advantages of Living Trusts

in the property.
The grantor may choose an outside trustee to
provide professional asset management. Alterna
tively, the grantor may choose to act as his own

Because it is not subject to probate, property
held in trust avoids the following potential disad
vantages of the probate process: (1) legal and ad
ministrative costs of probate, (2) delays in the
distribution of a decedent’s property, and (3) public
access to information about the assets in the de
cedent’s estate. Being outside the probate pro
cess, a trust permits administration of trust assets

trustee, with the trust instrument providing for a
successor trustee when the grantor becomes un

able to serve because of incapacity or death.
The trust terms usually provide that, at the
grantor's death, the trust becomes irrevocable.
The trustee administers and distributes the trust
assets according to the trust’s provisions. The
trust assets are not subject to probate administra

tion because the trustee holds legal title to the

and their disposition without the knowledge of al
leged creditors or heirs, reducing the likelihood of

unwarranted creditors’ claims and proceedings by
dissatisfied heirs to contest the will. It is usually
more difficult to successfully attack a trust than a

assets.
The living trust takes the place of the will in
disposing of the trust assets. If the client desires
that all of his assets be distributed under the terms

will.

of the trust, then his estate plan should include a

They may prevent full use of the unified credit by
the estate of the first spouse to die. Such trans

“pour-over’’ provision in his will that directs that any
assets not held by the trust be added to the trust
principal and administered according to the terms

of the trust.

Tax Consequences

Trusts have advantages over using jointlyowned property to avoid probate. Transfers of
property to joint ownership are difficult to reverse.

fers also do not get full basis adjustment at the
death of the first spouse to die. The surviving
spouse becomes the sole owner of the jointlyowned property. At the death of that spouse, the

entire interest is subject to both estate taxes and

As a grantor trust, the income from a revocable

living trust is taxed to the grantor. Because the
grantor retains the right to alter or amend the trust,

probate.
If the grantor of a revocable living trust turns
over management of trust property to a profes

the trust property is subject to federal estate tax
as part of the gross estate.

sional trustee, he will have the opportunity to evalu
ate the trustee’s performance and determine

If reducing estate taxes is an important consid
eration, a revocable living trust may be structured

whether to retain him. At death, there would be no
interruption in the management of the property.

to avoid probate and save taxes at the same time.
The trust instrument can provide that on the death

If the grantor of a living trust becomes incom
petent or disabled, the trust terms can provide for
the continued management of the trust property.
This avoids the expense of having a court appoint a

of the first spouse, the trust assets are divided into
the typical A and B trust arrangement contained in
many wills. The surviving spouse’s assets go into
Trust A, the marital deduction trust. The primary
reasons for using a marital deduction trust, instead
of an outright bequest to the spouse, are to relieve
the spouse from management chores, to protect

trustee and the potential loss of control over as
sets if an outside guardian is appointed.

Finally, on the death of the grantor, the use of a
living trust allows for a quick administration and

distribution of a decedent's assets.

the assets and insure that they go to the dece
dent’s heirs, and to avoid probate on the trust as

Disadvantages of Living Trusts

sets on the death of the second spouse.
The balance of trust assets go into Trust B, the

Before deciding to set up a revocable living
trust, clients need to consider potential problems.
Continued on following page

AICPA
3

THE PLANNER
Those incident to creating and maintaining the
trust during the client’s life include (1) the expense
of creating and administering the trust; (2) the

transfer of legal title of the designated assets to
the trustee; (3) the difficulty of transferring certain
assets, such as partnership interests, restricted

stock, and bearer securities; (4) the necessity of
supplementing the estate plan with a pour-over will;
and (5) retaining the identity of community

property
Additional problems that may occur after the
death of the grantor include (1) obtaining tax con
sents or releases on trust assets; (2) losing the pro
bate entity, the estate, as a taxpayer; (3) the
treatment of trust expenses for state inheritance
tax purposes; (4) the treatment of out-of-state re
alty under local law; and (5) the potential liability of
the trustee for distributions immediately after

bilities, but allow the clients to make choices and
know the consequences of those choices. They
saw the CPA’s job as not dictating people’s lives,
but rather mirroring back the choices clients have
to meet their goals.
This counseling process is intensely personal
and dynamic, usually taking forty to fifty hours of
professional and staff time. The firm charges

$7,500 for a comprehensive plan. To justify this
fee, the firm has developed over two dozen educa
tional modules that form the content of the semi
nars taught to prospective clients, as well as
comprising the actual content and philosophy of
the planning process. For example, in a marketing

seminar, prospective clients are taught a con
ceptual model for tax planning. That model is then
used during the planning process. The clients are
therefore informed participants. It’s not unusual to

get tax planning ideas from clients. The goal is not
that clients become technically competent but

death.

The Decision
The CPA and his client should carefully discuss

the methods used to transfer assets at death. The
decision about which method to use--a will, joint
ownership, or revocable living trusts-will undoubt
edly affect whether the decedent’s assets will be
included in the probate estate and, for purposes of
federal taxation, the gross estate.

that they be involved as partners in the process.
Once a prospect has attended a seminar and
expressed an interest, the firm will send out an
engagement letter. When it and half the fee are

returned, a date for the first meeting is scheduled.
The clients are sent a data questionnaire to be
returned to the office one month before the initial
meeting. This allows the support staff time to en

ter the data, and the professional staff time to
collectively review it and arrive at some preliminary

Educating Clients In Personal
Financial Decision-Making

findings.

By Darrell Cain, CPA, partner at Cain and Johnson, P.C., Irving,
Texas and Michael Friedman, president, Research and Marketing
Services, McLean, Virginia

well prepared. For the first four to six hours, the

Darrell Cain and Kerry Johnson started their
CPA firm three years ago. They were determined
to build a practice based on planning rather than
compliance work. The firm now has over 325 finan
cial planning clients and monthly billings of

$60,000 to $80,000.
The firm built its initial client base by identifying
its target market—dentists and physicians—and
enrolling these prospective clients into seminars.
They charged for attendance and taught basic fi
nancial planning topics. Following the seminar they
met with each doctor to evaluate his personal sit

uation and ask for the engagement.
Cain and Johnson quickly realized that clients’
actions result from their understanding of their fi
nancial options, not from what the CPA knows
about them. The partners, therefore, needed to
educate their clients and point out different possi

When the client and spouse arrive for their first
eight-to-ten hour counseling session, the firm is
initial modules are covered: Ground rules, resolu
tion cycle, and accumulation process. During this
time, no reference is made to the client’s specific
situation.
These modules set the stage and educate the
client about what the planning process is all about.
In the afternoon, they will begin to analyze the cli
ent’s personal finances. By the end of the day, a list
of action items has been developed, which the cli

ent completes before returning, usually in one to
two months. Two additional day-long meetings fol
low a similar routine, covering modules such as
breakeven analysis, debt restructuring, pension
planning, estate planning, and investment and in
surance analysis.
The firm often has two clients a day, with either
Darrell or partner Kevin Johnson in charge. They

have been able to standardize the process to the
point that Darrell and Kevin can switch clients in
Continued on page 7
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PFP Division
National Technical Symposium
Looking for a PFP conference that covers intermediate and ad
vanced technical topics, provides updates on the latest trends and
techniques, offers practice management tips—and is designed
specifically for CPAs? Then join us October 31 and November 1 at
Le Meridien Hotel in San Francisco for the PFP Division’s second
annual National Technical Symposium.
The symposium offers a unique opportunity for you to network
with other CPAs providing PFP services. And remember, your
division membership entitles you to a reduced registration fee.
Because of the symposium’s flexible format of general and
concurrent sessions, you can structure it to meet your interests,
needs, and skill level. In selecting concurrent sessions, you’ll have
eighteen topics to choose from.
General
Session
Topics

Financial psychologist, Kathleen Gurney, Ph.D., will offer insights into clients’ financial
motivations. She will describe the money management personalities she has identified and
the investment preferences that satisfy them. Luncheon speaker Walter Hoadley, senior
research fellow from the Hoover Institution at Stanford University, will discuss the
economic climate and its impact on investment strategies. On Monday afternoon, James
H. Wilson, CPA, will provide an update on education funding strategies.
A panel of leading professionals will discuss asset allocation and asset monitoring.
AICPA outside legal counsel, Barry Barbash, will discuss risk management for CPA
financial planners, including financial planning liabilities, ERISA and fiduciary responsibili
ties, and the Investment Advisers Act of 1940. Michael Azorsky, chairman of the PFP
Executive Committee, will briefly update participants on the division’s activities and plans.
Participants will have an opportunity to comment on division projects during a question
and answer session.

Concurrent
Session
Topics

The following are concurrent session topics on technical subjects and practice
management.

Business Valuation- Valuation adjustments, the use of industry data, and the selection of
valuation formulas and capitalization rates.

Delivering Cost Effective PFP Services-A panel of experienced practitioners will share their tips for
profitable services.

PFP Software-Selection criteria and evaluation methods.

Investment Adviser Regulatory Issues- A panel of CPAs and an attorney will discuss current
regulatory developments, when registration is required, and the consequences of
registration.

Retirement Planning Strategies-Topics include pre-retirement considerations, asset allocation
concerns, and minimizing excise taxes.
Coordinating Investment Strategies with a Risk Assessment Model-Asset allocations to fit clients’ goals
while controlling risk.

Understanding Property and Casualty Insurance-Tips on reviewing existing policies and meeting
clients’ needs using umbrella policies, homeowners and auto policies, and disability income
insurance.
Case Study of the Dual Income Couple-Suggested planning strategies and a simulation of the
planning process using PFP software.

The following concurrent session topics cover planning strategies and recent technical
developments:

Financial Planning for the Disabled- Retirement and estate planning concerns of the disabled and
their families and other issues, such as health insurance, powers of attorney, joint bank
accounts, and trusts.
5

Planning for the Small Business Owner-Disability, business continuation, succession planning,
pension planning, and other issues.

PFP for the Wealthy Client-Tax strategies, retirement planning, intra-family transfers, and
investment planning.

Life Insurance Strategies-Topics including life income trusts and inheritance trusts, funding
deferred compensation liabilities, grantor retained income trusts, and survivorship life.
Estate Planning-Topics including generation skipping tax, life insurance, disclaimers, and the
impact of IRC section 2036(c) on estate freezes.

Planning Strategies Using Trusts-Pros and cons of using trusts to avoid probate, grantor retained
interest trusts, insurance trusts, exemption equivalent trusts, and the effect of recent
legislation on the planning opportunities of trusts.
Financial Planning and Tax Reduction Strategies- Various topics, including AMT problems, interest
expense rules, IRAs, 401(k)s, single premium life insurance, and deferred compensation
plans.
Investment Planning Under the New Tax Environment- Developing a general portfolio plan, selecting
investments, and using historical data to explore investment opportunities.

Selecting and Managing Mutual Funds-Evaluation of the risks and returns of balanced funds,
growth funds, bond funds, gold funds, sector funds and index funds. Also, market timing
strategies and using funds to meet asset allocation objectives.
Hedging an Equity Portfolio-Timing methods and risk reduction techniques using index futures
and options.

Registration
Information

To register for the meeting please use the registration form found below.
Hotel Reservations can be made by calling Le Meridien directly at (415) 974-6400.
After October 10, rooms will be on a space available basis only. When making reservations
mention that you are attending the AICPA PFP Division’s National Technical Symposium.
For additional information and a brochure that describes the speakers and sessions in
more detail, call AICPA meetings department at (212) 575-6451.

Please register me for the PFP Division’s National Tech
nical Symposium. The registration fee includes all
sessions and materials, two continental breakfasts, two
luncheons, refreshment breaks and a reception. Hotel
room and other meals are not included. Full payment
must accompany registrations. Use photocopies of this
form for additional registrants.

Registration Form
Mail to: AICPA Meetings/Registrations RO. Box 1008 New York, NY 10108-1008

□
□
□
□

TYPE OR PRINT CLEARLY
PFP Division Member @ $355.00 $_ _ _ _ _
Other AICPA Member @ $455.00 $_ _ _ _ _
Non-AICPA Member @ $530.00 $_ _ _ _ _
Registrant Last Name
AICPA Member who wants to join the PFP
Firm or Affiliation
Division from August 1,1988 to July 31,1989,
Please bill me
RO. Box
Total Amount Enclosed (check payable to AICPA)
$_ _ _City/State/Zip
__
□ Yes for Spouse/Guest Program

First

Ml

Nickname for Badge

Suite #

Total Amount Enclosed

(AICPA Use only-Bates #)

Spouse/Guest Last Name

Ml

First

Nickname for Badge

Concurrent Session Selections (Select one per time period)
Monday, October 31,1988
9:45 a.m.-12:00 noon

□ 11. Financial Planning for the Disabled
□ 12. Delivering Cost Effective PFP Services
□ 13. Investment Planning Under the New Tax
Environment
□ 14. Strategies Using Life Insurance
□ 15. PFP Software Selection Process & Eval
uation Methods
□ 16. Business Valuation
2:15 p.m.-4:30 p.m.

□ 21. Estate Planning as Applied to Financial
Planning-Advanced
6

□

22. Retirement Planning Strategies
□ 23. Coordinating Investment Strategies With
a Risk Assessment Model
□ 24. Repeat of Session 14
□ 25. Repeat of Session 15
□ 26. Planning for the Small Business Owner
Tuesday, November 1,1988
9:45 a.m. -12:00 noon

□ 31.
□ 32.

Repeat of Session 11
Investment Adviser Regulatory Issues
Panel
□ 33. PFP for the Wealthy Individual

□ 34.
□ 35.
□ 36.

Hedging an Equity Portfolio-Advanced
Repeat of Session 21
Dual Career Couple-Computer Case
Study Begins

1:30 p.m. -3:45 p.m.

41. Planning Strategies Using Trusts
42. Selecting and Managing Mutual Funds
43. Repeat of Session 22
44. Understanding Property & Casualty
Insurance
□ 45. Financial Planning and Tax Reduction
Strategies
□ 46. Continuation of Session 36

□
□
□
□

THE PLANNER
Continued from page 4

the middle of the day, picking up where the other
left off. Being well prepared and familiar with each

client’s specific needs, they can tailor their work
accordingly.
Within a month after the final session, the client
will receive a written plan that summarizes the
work done and conclusions reached. Before that,
documentation is minimal, to remind clients that
planning is a process rather than a product.
Darrell observes that CPAs need to evaluate

their own abilities and define the services they will
provide. For example, his firm does not make spe
cific investment recommendations, but it teaches
topics such as real estate and stock analysis.
Darrell believes that it is the CPA’s role to de
velop a financial team for each client and to coordi
nate the interaction of the team to achieve the
client’s goals. That it is not always an easy task, he
finds. The CPA can make suggestions, but he has
to educate his clients to recognize whether team
members are working for them or for their own

Economic forecasts in newspapers, newslet

ters , periodicals, and television and radio reports

are sometimes developed by committees or by
averaging the projections of a number of econo
mists. Such forecasts appear to project future
economic stability. Because economic cycles of
recovery, inflation, and recession have occurred

throughout history, I question forecasts that imply
economic stability.

Economic Trends and Financial Assumptions
This article considers four directions the econ
omy could take other than stability: depression,
recession, inflation, and hyperinflation. Determin
ing where the economy is headed will significantly

affect short- and intermediate-term forecasts of
inflation rates, interest rates, and investment re

turns. For example, the following chart presents
inflation rates as they might be forecasted by
those subscribing to different economic views.

INFLATION

vested interests.
As an optional service, Cain and Johnson offer
a yearly monitoring service. As part of the $3,000

Economic View

fee, they provide an annual ten-hour meeting and
update the schedules in the written plan. Addition
ally, the professional staff is available for four
hours of phone consultation and up to six hours for

any client-designated project.
Together with associate Michael Friedman,
Cain and Johnson train other CPA firms about how
to build a successful financial planning practice.

RATES

1988 1989 1990 1991 Future Results
Further decline
followed by
reconstruction

Depression

3%

0%

Recession

4%

2%

0%

-1%

Stability

5%

5%

4%

3%

Inflation

6%

7%

9%

11%

To recession or
hyperinflation

Hyperinflation

7%

10%

15%

20%

25% or more
followed by
depression

-5% -10%

To recovery or
depression

Continued sta
bility, recession,
or inflation

Their message is that as fee-only professionals,
CPAs have a unique advantage in the mar
ketplace. The rewards can be great for a firm and

Similar analyses could be developed for interest

its clients.

rates and investment returns.

Determining Economic Trends

How Different Economic Views
Affect Financial Planning

A planner would probably not be projecting a
depression or hyperinflationary scenario now. In

By J. Ben Vernazza, CPA/APFS, managing partner of IMS/CPAs &
Associates in Aptos, California

deed, until the planner has identified and con
firmed a recessionary or inflationary trend, he
need only choose from one of three possibilities—

An article in the February/March issue of The
Planner, “Economic Forecasts—1988 and Be
yond”, presented forecasts from various pub

lished sources. The article also indicated that
professional guidelines describe the importance of
assumptions in developing prospective financial in
formation. This article attempts to broaden the

presentation of financial assumptions by discuss
ing the importance of considering contrary eco

nomic forecasts.

recession, inflation, or economic stability.
Argument for Recession. The following are the

main arguments for recession at this time: (1) The
present business cycle is already much longer
than the historical five-year average; (2) the federal
reserve will force up interest rates to protect from
a further fall in the dollar, which will cause an eco
nomic slowdown; and (3) consumer spending will
fall, causing additional business slowdown.
Argument for Inflation. The inflation argument
---------

Continued on following page
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is mainly based on the following premises: (1) The
federal reserve will continue to allow substantial
liquidity in the system, (2) the uptrends in economic
indicators—leading, coincidental and lagging—will

continue, and (3) the many industries operating at
over 90-percent capacity and a tighter labor mar

ket evidenced by low unemployment rates will
cause upward pressure on prices.
Argument for Economic Stability. The argu

play an important role in developing clients’ per
sonal financial plans. They affect the financial as
sumptions, such as inflation and interest rates,
used in developing projections for the plan. In addi
tion, they affect investment planning because the

clients’ portfolios should be weighted differently
depending on the anticipated economic trend, un
less the client has a long-term buy-and-hold
strategy

ments for stable economic growth include the fol
lowing: (1) The federal reserve will fine tune mone

tary policy to avoid inflationary or deflationary
pressures; (2) the federal deficit will continue to be
reduced in accordance with the Gramm-Rudman

Act; and (3) continued business and consumer con
fidence will support steady expansion of the GNP.

Effect of Economic Trends On a Client’s Investment Strategy
A client’s portfolio mix will depend on his finan

cial priorities and concerns, season of life, and risk
aversion. I recommend adjustments to clients’

portfolio mix depending on the current trend of the
economy. The importance of the economic as
sumption is illustrated by the different investment

State PFP Legislation
Although state legislative activity is winding
down, some activity on PFP legislation continues.
The North Carolina legislature passed a bill affect

ing financial planners, while Louisiana defeated a
bill at the committee level. Those bills and other
recent state legislative activities are described
below.
California—The Assembly Finance and Insur

ance Committee scheduled an August 8 hearing
on a bill (SB-315) requiring all financial planners to

strategy that I would suggest for each economic

disclose their qualifications. Banks, brokerage
houses, and thrift institutions continue to oppose

scenario, as reflected in the chart below. Note that
the strategy for recession is exactly opposite that
for inflation. Consequently, I suggest that if an out
side adviser provides investment advice, then the

this bill.
Louisiana—A bill (SB-863) requiring financial
planners to be licensed and regulated under the

CPA planner should ask for the economic assump
tions underlying the adviser’s investment strategy.

Inflation

Recession

Stability

underweight
much

normal weight

overweight
much

overweight some

Equities:............

normal weight

overweight
much

overweight some

Real Estate: ...

underweight
some

normal weight

ovenweight some

Hard Assets:...

underweight
some

normal weight

overweight some

Oil, Minerals
etc........................

underweight
some

normal weight

overweight some

overweight some

normal weight

underweight
some

Asset Category
Fixed Income:
Shortterm ..

Longterm...

Cash Reserves

overweight
much

underweight
much

These are suggested strategies when entering
one of the phases. They are not necessarily the
strategies while in the various phases and are defi
nitely not the strategies when nearing the end of
the phases.

Role of Economic Forecasts in Financial Plans
I believe short- and long-term economic views

state banking code was voted down by the Senate
Commerce Committee. The bill included an ex
emption for accountants who hold themselves out
as financial planners. It is expected that another bill
will be introduced into the legislature next year.
Oklahoma—The state enacted an amendment
(HB-1832) to its investment adviser act. It expands
the definition of investment adviser to include any
one who uses the designation of financial planner
or holds out as providing investment advisory ser
vices. The state’s investment adviser act contains
the usual exemption from the definition of invest
ment adviser for accountants whose performance
of investment advisory services is solely incidental
to their practice of accounting. The bill also cre
ated a three-member commission composed of a
bank trust officer, a lawyer, and a certified public
accountant.
North Carolina—The legislature passed an in
vestment adviser bill that closely follows the
NASAA investment adviser amendments to the
Uniform Securities Act of 1956. (See the June/July
1987 issue for a discussion of these amendments.)
The bill includes financial planners in the definition
of investment advisers. It also includes the exemp

AICPA
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tion for accountants described above for the
Oklahoma bill. The bill permits the administrator to
require a written or oral examination.

PFP Materials Available From
AICPA Library

the

The AICPA library constantly upgrades its col
lection of accounting literature, including books
and periodicals about PFP, on-line databases, and

Courses and Conferences of
Interest to Planners
The AICPA is holding its 101st Annual Meeting
and Exposition in Los Angeles October 2-5, 1988.
The following sessions of interest to CPAs practic

ing PFP are planned: Financial and investment
planning, the globalization of financial markets,
planning for high income individuals, evaluating
closely held businesses, planning for death and

taxes, and year-end tax planning. For a brochure or
additional information, call (212) 575-6451.

AICPA

financial data on public corporations. You may not
be aware of it, but AICPA members all over the

United States have access to these materials. If
you’re in New York, come in, request a library tour,
browse, and check out the materials you need.
When you’re not in New York, you can call the toll-

free line to borrow materials for two weeks plus
mailing time, ask for materials to be copied, or re
quest to have some research done. Members are
charged for postage, for database searches, and
for any copying they request. So, if you hear about
a financial planning resource that you would like to
review, call the AICPA’s library at (800) 223-4155
or, in New York, (800) 522-5434.

The Planning Implications of
Expanded Medicare Coverage
Health care costs increased about 7.5 percent
in 1987 and are expected to continue to increase at
a rate of 8 to 9 percent a year. The elderly, the 65and-over population, incurs almost three times as

101st ANNUAL MEMBERS MEETING

many health care expenses as adults between the

ANO EXPOSITION
October 2-5,1988

ages of 19 and 64. Planning for rapidly increasing
health care costs is therefore an important aspect

Los Angeles, California

Other programs related to PFP are listed be
low. For additional information about the AICPA
conferences, call 800-AICPANY [in New York, call
(212) 575-5696].

Recommended
CPE Hours

Conferences
Pennsylvania Institute of
CPAs Personal
Financial Planning
Conference

Hershey, PA
August 22-23
16

(215) 735-2635
AICPA How to Choose an
Entity: Business Tax
Planning for 1988

Minneapolis/Sept. 8-9

Las Vegas/Sept.
15-16

16

of retirement planning.

Improved Medicare Coverage
After 1988, medicare will begin to play a larger
role in planning for the health care expenses asso

ciated with aging, because the 1988 Medicare Cat
astrophic Coverage Act improves coverage, par
ticularly for long hospital stays. Under the new act,
medicare will provide unlimited hospital coverage
after a single deductible, beginning in 1989. It will

also provide up to 150 days of coverage in a skilled
nursing-care facility. Beginning in 1990, coverage
will include up to thirty-eight days of home health
care. In addition, participants’ co-payments for al
lowable doctors’ charges will be limited to a max

AICPA 1988 National
Conference on Federal
Taxes

Washington, D.C.
October 24-25

AICPA PFP Division National
Technical Symposium (See
separate article)

San Francisco
October 31November 1

16

imum amount, which is estimated to be about
$1,370 in 1990. Finally, beginning in 1991, coverage
will include a percentage of the cost of prescription
drugs. A brochure describing the new medicare
coverage is available by calling (800) 888-1998.

Various State
CPA Societies
beginning in October

8

Medicare Supplemental Insurance

16

Group Study Course
Mastering the 1989 Tax
Season—An Annual
Update

Planners frequently recommend health care
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insurance to supplement medicare for their elderly
clients. A primary reason for recommending that
coverage is protection from catastrophic hospital

expenses. With expanded medicare coverage,
planners and their clients will need to reevaluate
whether supplemental coverage continues to be

cost effective.
Because the new medicare coverage will be
phased in beginning in January 1989, most policies
will probably need to remain in effect at least until
then.
Gaps in medicare coverage will remain even

after the phase in, however, and some clients may
benefit from supplemental policies that provide
coverage for those gaps. Consequently, supple
mental policies should be examined to determine if
they cover medicare deductibles and co-pay
ments, stays in skilled nursing care facilities after
150 days, the uncovered portion of prescription

drug expenses, and doctors’ charges that are not
covered under medicare. Medicare limits coverage
of doctors’ charges to its definition of “reasonable”
charges, which is, on average, about 82 percent of
what doctors charge.

Group Long-Term Care Policies
Another gap that will continue in medicare cov
erage is custodial care in nursing homes. Congress
considered such coverage, but did not pass a bill
providing it. (See the discussion of long-term care
insurance in the April/May 1988 issue.)
Some employers have begun to offer group
long-term care insurance. The employees usually
pay the full premiums on these policies, but the
rates are about 30 percent less than comparable
individual policies. Some firms permit employees’
parents and in-laws to participate. That coverage
may be very attractive to employees who are con

cerned about or responsible for the welfare of an
elderly relative.

Multiple Coverages
Although the federal government has decided
to play an increasing role in providing health care
insurance for the elderly, some clients may con
tinue to mix both public and private coverage to get
the protection they desire. With expanded medi

care coverage and the possibility of Congress re
considering long-term care coverage, however,
planners and clients need to evaluate the remain
ing benefits of supplemental policies.
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1211 Avenue of the Americas
New York, NY 10036-8775

